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SUMVARY

Chapter 130 of Title 3, Hawaii Adm nistrative
Rules, entitled "lInventory Managenent", is adopted.
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Hi storical Note: Chapter 130, Subtitle 11 of Title 3,
Hawai i Adm nistrative Rules, is based upon Chapter 61
of Title 3, HAR, Rules and Regul ati ons Governing the
Di sposal of Property Omed by the State of Hawaii of

t he departnent of accounting and general services.
[Eff 6/1/81; R ]

83-130-1 Purpose. The purpose of these rules is
to inplenent the requirenents of section 103D 1202,
HRS, and prescribe procedures governing the managenent,
control, and disposal of property owned by the State,
including state property accounted for by the several
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counties, and reported to the admnistrator of the
state procurenent office. [Eff DEC 15 1995 ] (Auth:
HRS 8§8103D- 202, 103D 1202) (Inmp: HRS §103D 1202)

§3-130-2

83-130-2 Definitions. As used in this chapter,
unless a different nmeaning clearly appears in the
cont ext :

"Accountability" nmeans the responsibility for
mai nt ai ni ng conti nuous records, periodically reporting
the I ocation and condition, insuring proper usage,
saf ekeepi ng, and mai ntenance of all property.

"Controlled itens" includes property not
classified as equi pnment, real property, or weapons, but
having a useful |life of nore than a year and determ ned
by the property custodian to be critical to their
operations, or inportant for safekeeping and property
managenent. Two or nore physically or functionally
identical controlled itens |ocated within the sanme
inventory area nmay be conmbined into a single line item

"Excess property" neans any property that has a
remai ni ng useful life but which is no | onger required
by the using agency in possession of the property.

"Expendabl e" neans property consunmed or which
loses its identity in use.

"Equi prrent " includes all nonexpendabl e state
property having a unit cost of two hundred fifty
dollars or nore, or other anpunts that may be
applicable to the counties' inventory, a useful life of
nore than one year, but excluding real property and
weapons. Equi pnent shall be accounted for individually
by make, nodel, serial nunber, and decal nunber.

"Nonexpendabl e" neans property not consuned in
use, retaining its original identity when used for the
purpose for which it was desi gned.

"Property custodi an" neans the chief procurenent
officer, or the head of any state governmental unit
that is not by |l aw under the control of a chief
procurenent officer, or any person designated by that
of ficer or head, who is responsible for the
accountability of all state property in their
possessi on, custody, control, or use.

"State property” neans all things, tangi ble and
i ntangi ble, owned by the State of Hawaii, excluding the
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several counties, including equipnment, weapons, real
property, controlled itenms, supplies, patents,
i nventions, and copyrights.

"Real property" includes |and, buildings, and
ot her inprovenents to the |and.

"Supplies" neans all state property not classified
as equi pnent, real property, a weapon, or controlled
item

"Surplus property" neans any property that no

§3-130-4

| onger has any use to the State.

"Tangi bl e" neans having a physical existence and
capabl e of being appraised at an actual or approxi mate
val ue.

"Weapons" nean handguns, rifles, shotguns, grenade
| aunchers, and ot her expl osive devices used for |aw
enforcenent or security purposes. These itens shall be
accounted for individually by make, nodel, serial
nunber, and decal nunber, regardless of the cost or
expected life of the item [Eff DEC 15 1995 ]

(Auth: HRS 8103D-202) (Inmp: HRS 8103D 1201)

83-130-3 Accountability. The chief procurenent
officer, or the head of any state governmental unit
that is not by |l aw under the control of a chief
procurenent officer, shall be responsible for the
accountability of all state property in the possession,
custody, control, or use of the unit or jurisdiction,

i ncludi ng the several counties, which the officer or
head presides. The officer or head may designate
specific individuals or positions to be personally
responsi ble for the property within their jurisdiction.
The assignnment of responsibilities does not relieve the
of ficer or head of the overall accountability
responsibility. [Eff DEC 15 1995 ] (Auth: HRS
88103D 202, 103D-1202) (lnp: HRS 88103D 1202, 103D
1204)

83-130-4 |Internal control. (a) The designated
property custodi an shall establish, maintain, and
enforce witten internal control procedures to insure
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accountability for all state property in their
possessi on, custody, control, or use.

(b) The purpose of the witten internal control
procedures is to insure that all enployees are aware of
t he proper handling of state property.

(c) "Internal control procedures"” neans and
i ncl udes:

(1) "Assigning of responsibility" which includes

provi di ng the nanes and positions of
per sonnel responsible for custody of property
at each | ocation;

(2) "Recordkeeping of property" which includes
accounting for new purchase property;
conducting of annual physical inventory;
updating the master inventory listing;

§3-130-4

mai ntai ni ng an accurate audit trail; and
conducting internal audits;

(3) "Proper usage of property” which includes
assuring property is used by authorized
personnel and only for official state
pur poses; training personnel on the proper
use of vehicles and equi pnent;

(4) "Safekeeping of property"” which includes
affixing of property identification or decal;
docunentation for authorized | oan, novenent
fromlocation, and transfer to another
agency; qguidelines pertaining to property
decl ared excess, surplus, obsolete, beyond
econom cal repair, lost, or stolen;
gui delines for sale of property;

(5) "Safeguards for property" which includes
procedures for security of property during
and after working hours; special care of
items that are of a sensitive or theft prone
nature; investigating and reporting of
thefts, or vandalism appoi ntnent of key or
| ock custodian; and

(6) "Care and nai ntenance of property" which
i ncludes a preventive mai ntenance schedul e;
managenent of warranty file; repair of broken
property; guidelines for danaged or destroyed
property. [Eff DEC 15 1995 ] (Auth: HRS
8§103D-202) (Inmp: HRS 8103D 1205)
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83-130-5 Property inventory record file. (a)
Each chief procurenent officer for their respective
jurisdiction shall establish, nmanage, and maintain a
centralized property inventory record file for al
equi pnent, real property, weapon, and controlled itens
of state property in the possession, custody, control,
or use of the jurisdiction which the officer presides.

(b) The file shall consist of the follow ng

information for each property:

(1) Ofice or agency having the responsibility of
accountability of the property;

(2) Physical |ocation of property;

(3) Type of property, which includes |and,
buil di ng, inprovenent to | and, vehicle, and
equi pment ;

(4) Description of property, which includes |and
tax key, and for vehicle or equipnent the
manuf act ure, nodel, and serial nunber;

§3-130-7

(5) Date of acquisition;

(6) Acquisition cost of property; and

(7) State identification nunber.

(c) Each state agency shall mintain internal
records to account for supplies. Supplies include the
fol |l ow ng:

(1) Consumabl e supply which is an item or

material that is consunmed or loses its
identity in use, and is normally used in a
year ;

(2) Non-consumabl e supply which is an itemthat
does not qualify as an equi pnent, controlled
item or weapon, but with a useful life of
nore than one year. [Eff DEC 15 1995 ]
(Auth: HRS 8103D-202) (Inp: HRS 8103D 1205)

83-130-6 Physical inventory. (a) Each
desi gnat ed property custodi an or governnental unit
shal | conduct an annual inventory, to be verified by
physi cal count of all state property in their
possessi on, custody, control, or use.

(b) If there is a change in the designated
property custodi an, the chief procurenent officer or
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the custodial departnent's fiscal office shall take

action to have a physical inventory taken at that tine.
(c) Imediately upon the conpletion or

term nation of any agency or property account, for

what ever reason, a conplete physical inventory shall be

taken pursuant to the direction of the chief

procurenent officer or the custodial departnent's

fiscal office. [Eff DEC 15 1995 ] (Auth: HRS

8103D-202) (I nmp: HRS §103D- 1205)

83-130-7 Annual inventory reporting. The chief
procurenent officers, the admnistrative heads of the
executive departnments, and all other persons, offices,
and boards of a public character that are not by |aw
under the control and direction of any of the officers
specifically named in this section shall prepare and
file wwth the adm nistrator of the state procurenent
of fice an annual inventory return of all state property
in their possession, custody, or control. The annual
inventory return shall be filed before Septenber 16 of
each year. The annual inventory return shall contain
information in accordance with section 103D 1206, HRS.

§3-130-7

[Eff DEC 15 1995 | (Auth: HRS §103D-202) (Inp: HRS
§103D- 1206)

83-130-8 Lost, stolen, or damaged property. (a)
The theft of state property shall be imediately
reported to the appropriate | aw enforcenent agency.

(b) Al lost, stolen, or danaged equi pnent shal
be reported by the state governnental unit within ten
days after discovery of the loss to the designated
property cust odi an.

(c) The designated property custodi an shal
conduct an investigation of the incident and initiate
the appropriate action to prevent future | oss.

(d) The designated property custodi an shal
submt a disposal application to the chief procurenent
officer in accordance with section 3-130-11(c).

(e) Any such equipnent deleted fromthe inventory
that is subsequently located shall be added back to the
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inventory. [Eff DEC 15 1995 ] (Auth: HRS 88103D
202, 103D-1202) (Inp: HRS §103D 1202)

83-130-9 Excess state property. (a) To obtain
maxi mum utilization and to mnimze the procurenent of
new i tens, each state departnent or agency shall, be
responsi bl e for maki ng excess state property avail able
and facilitate the transfer of the property to other
state departnents or agencies.

(b) Each state departnent or agency shall to the
maxi mum extent practicable, fulfill its requirenents
for property by obtaining excess property from ot her
state departnents or agencies instead of initiating a
new procurenment.

(c) Agencies receiving or transferring excess
property shall establish controls over the processing
of transfer docunments and shall establish and maintain
an adequate system of property accountability.

[ Ef f DEC 15 1995 ] (Auth: HRS 88103D- 202, 103D
1202) (Inmp: HRS §103D 1202)

83-130-10 Disposal and restrictions relating to
state property. (a) No state property shall be sold,
traded, destroyed, or otherw se di sposed of, except in
accordance with the follow ng rul es:

(1) Land and interest in Iand owned by the State.

(A) Approval for disposal shall be obtained

§3-130-10

fromthe departnent of |and and natural
resources; and

(B) A copy of the approval, together with
t he di sposal application, shall be
submtted to the chief procurenent
of ficer.

(2) Surplus property shall be disposed of using
one of the follow ng nethods:

(A) Disposal by trade-in to a vendor for
credit on an acquisition which nust
receive the chief procurenent officer's
prior approval and determ nation shal
be based on:
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(B)

(O

(1) The urgency of need by other state
governnmental units; or

(1i) \Whether the trade-in value is

expected to exceed the val ue
realized through the sale of the
property.
Di sposal to the state surplus property
office of the state procurenent office,
which may, at its discretion, refuse to
accept the property.
D sposal by sale of property through
conpetitive sealed bids, public
auctions, established nmarkets, or posted
prices.
(1) Notice of sale by conpetitive
seal ed bid sale and public auction
shal | be publicized in accordance
with the provisions of section 3-
122-24(c).

(1i) The follow ng conditions of sale by

conpetitive sealed bid and public
auction shall be included in the
publicized notice, in the
solicitations, and in the notices
posted at the site of sale: It is
the buyer's responsibility to
renove the itens within a
stipulated tinme after purchase; no
guarantees or warranties are given
by the State for the itens; mgjor
defects, if known, are |isted, but
the State nakes no claimthat al
defects are known; no sale wll be
invalid if defects are di scovered
inthe itemafter the sale; and the

State assunes no responsibility or
l[tability once the itens are sold.

(ti1) Conpetitive seal ed biddi ng net hod

shal |l be in accordance with the
followng: Notice of sealed bid
sal e shall be advertized and made
publicly available fromthe selling
departnment or agency at |east ten
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(iv)

(v)

days before the date set for bid
opening; the notice shall list the
materials offered for sale, their

| ocation, availability for

i nspection, the terns and
conditions of sale and instructions
to bidders including the place,
date, and tine set for bid opening;
bi ds shall be opened publicly at
the time and pl ace announced; the
award shall be made in accordance
with the provisions of the notice
of sealed bid sale to the highest
responsi ve and responsi bl e bi dder,
provided that the price offered by
such bidder is acceptable to the
desi gnated property custodian; if

t he designated property custodi an
determ nes that the bid is not
advant ageous to the State, such
officer my reject the bids in
whole or in part and may re-solicit
bi ds or such officer may negotiate
the sale, provided that the

negoti ated sale price is higher

t han the hi ghest responsive and
responsi bl e bi dder.

Publ i c auctions shall be advertised
no | ess than six days before the
auction date and all ternms and
conditions will be available to the
public at |east twenty-four hours
prior to the auction date. The
solicitation to bidders shal
stipulate all the terns and
conditions of any sale. Wen
appropriate, an experienced

aucti oneer may be used to cry the
sal e and assist in preparation of

t he sale.

§3-130-10

Posted price (pre-established
price) may be used for itens for
which there is no regul ar nmarket,
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§3-130-10

(D
(B)

(F)

(G

demand is erratic, or for itens

t hat recei ved unacceptabl e prices
t hrough conpetitive bids or public
auction and the itens shall be
avail able on a first-cone basis.

(vi) Only United States postal noney

orders, certified checks, cashiers
checks or cash shall be accepted
for sales of surplus property
unl ess approved by the designated
property custodian or for sales of
| ess than one hundred doll ars.
Sale to dealers for recycling,
sal vagi ng, or scrap.
Sal e to enpl oyees, provided that an
enpl oyee of the owning or disposing
state governnental unit shall not
directly or indirectly purchase or agree
W th anot her person to purchase surplus
property.
O her disposition nmethods, including,
but not limted to, solicitation by
phone, appraisal, or barter, provided
such officer nmakes a witten
determ nation, approved by the chi ef
procurenent officer, that such procedure
i s advantageous to the State.
Donation to the foll ow ng organi zati ons,
provi ded t he desi gnated property
custodi an nmakes a witten justification,
approved by the chief procurenent
of ficer, that such donati on would be
advant ageous to the State:
(1) Cty or county agency within the
State; or

(i) "A nonprofit tax-exenpt charitable

activity" is defined as an
institution or organization whose
earnings are used to hel p the poor
or needy, and no part of the net
earni ngs of which are used or is
applied to the benefit of any
private sharehol der or individual,
and has been held to be tax-exenpt
under the provisions of the Federal
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I nternal Revenue Code and the State
of Hawaii tax | aws.

(H) Cannibalize the usable parts and
destroy, dispose in trash bin,
incinerator, or landfill.

(3) Any weapon, if not transferred to another

state agency in accordance with section 3-

130-9, shall be disposed of as follows, and

t he supporting docunents shall be attached to

t he di sposal application or certificate of

di sposal

(A) Traded or sold to a licensed deal er; or

(B) Donated to the local police departnent.

(b) No state property shall be given or loaned to
any individual or non-government organization; however,
a state agency may furnish state property to a private
contractor to facilitate the performance of services
for the State by the contractor, so |long as the agency
i ncludes a provision for the furnished state property
in the procurenent docunent.

(c) Approval for disposal of controlled itens and
supplies shall be obtained fromthe designated property
custodian of the itens and state agencies shall be
responsi bl e for maintai ni ng adequate records to account
for the disposal of such itens.

(d) \Whenever any designated property custodi an
desires to di spose or renove any equi pnent, weapon, or
real property fromtheir inventory, other than by
transfer to another state agency, the designated
property custodi an nust, before the action, submt a
witten disposal application to the chief procurenent
of ficer requesting approval of the requested
di sposition. [Eff DEC 15 1995 ] (Auth: HRS 88103D
202, 103D-1202) (lInp: HRS 8103D 1202)

§3-130-11 Disposal application. (a) D sposal
applications shall be submtted in triplicate to the
chi ef procurenent officer for approval, and if the
application has been approved:

(1) The original shall be retained by the chief

procurenent officer; and

(2) Two copies shall be returned to the applying

departnent's fiscal office, which in turn
shal | keep one copy and forward the ot her
copy to the applying agency.

(b) Disposal application shall contain the
foll ow ng information:
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(1)

(2)
(3)
(4)
(5)

§3-130-11

Statenent and certification: "Applicationis
hereby made for the disposal of governnent
property under ny custody and control.
Pursuant to chapter 3-130, HAR | do solemly
swear and affirmthe accuracy of this
application."”;

(A) Designated property custodian's
si gnat ur e;

(B) Designated property custodian's nane,
of ficial position, and phone nunber.

Property information: conplete information as

shown on the current inventory printout;

Present condition and estimated val ue of the

property;

Reason for requesting to delete or dispose of

t he property;

Proposed net hod of disposal:

(A If an itemis to be used as a trade-in
for new equi pnment, the application shal
identify the name of the vendor, the
price of the newitem and the anmount of
the trade-in all owance;

(B) If anitemis to be sold by conpetitive
seal ed bi ddi ng, public auction, or
posted prices, the application shal
list the names and offers from
interested parties, the party purchasing
the property, and if applicable, a copy
of the public notice shall be attached
to the disposal application. |If the
information is not avail abl e when
subm tting the disposal application, it
shal | be provided with the subm ssion of
the certificate of disposal;

(O If an itemis to be donated, the
application shall provide the nanme of
the city or county agency or the
nonprofit tax-exenpt charitable activity
to receive the donation, and
justification for the donation;

(D) If anitemis to be sold for recycling,
sal vagi ng, or scrap, the application
shall list the nanme of the party
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purchasi ng the property and the anmount
of fered for the property;

(E) If anitemis to be discarded, the
application shall state the neans of
di sposal; i.e., to be cannibalized for

§3-130-11

usabl e parts or destroyed and di sposed
in trash bin, or sent to |loca
incinerator or landfill.

(c) Lost, stolen, or damaged itens shall not be
reported on the sane disposal application with other
equi pnent to be di sposed of by choice, but shall be
reported separately. A nunber of itens may be |isted
on the same application provided the incident and

ci rcunst ance surrounding the loss, theft, or damage are

the sane. The follow ng information shall be provide
in the application:

(1) Information as required in subsections
(b) (1), (b)(2), (b)(3), and (b)(4);

(2) Date and explanation of the circunstances
surrounding the | oss, theft, or damage;

(3) Description of internal control procedures
and security neasures in effect at the tine
of the loss, theft, or danmage;

(4) Applicant's conclusion or opinion as to the
cause of the loss, theft, or damage;

(5) Description of internal control procedures
security inprovenents to be inplenented to
prevent or mnimze future | osses; and

(6) Statenment whether the police or attorney
general's office was notified, and if so,
attach any supporting docunents to the
appl i cation.

(d) Upon receipt of the application, the chief

procurenent officer shall:

(1) Evaluate the application, and, if necessary
request for additional information;

(2) Gant or deny the requested action; or

(3) Direct disposition of the property in such
ot her manner as determned to be in the bes
interest of the State.

(e) State property approved for destruction or

di scardi ng may be di sposed at the agency's | ocati on,
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may be taken to an incinerator or landfill for
di sposal. The follow ng procedure shall apply:

(1) Any mark or decal indicating State of Hawaii
owner ship shall be renoved or obliterated
bef ore di sposi ng of the property.

(2) The property shall be destroyed in such a
manner to prevent reuse by other parties.

(f) The certificate of disposal is a

certification by the applying agency that the property
listed on the applicable disposal application was
di sposed in the manner approved by the chief

§3-130-12

procurenent officer. The followng is the distribution
sequence of the certificate of disposal:

(1) Followi ng the chief procurenent officer's
approval of the disposal application, except
for applications for lost or stolen itens,
the chief procurenent officer shall forward
two copi es of the approved di sposal
application and three copies of the
certificate of disposal to the applying
custodian's fiscal office. The applying
custodian's fiscal office shall then forward
to the applying agency one copy of the
di sposal application and three copies of the
certificate of disposal

(2) Upon conpletion of the disposal transaction,
t he appl ying agency shall confirmthe final
di sposition of the property by returning
copies of the conpleted certificate of
di sposal as foll ows:

(A) One copy to the chief procurenent
of ficer; and

(B) One copy to the applying agency's fiscal
of fice.

(g) Al disposal records such as disposal
applications, certificates of disposal, and actions
taken pursuant thereto by an applyi ng agency shall be
kept for audit purposes by the applying agency's
office, the applying departnent's fiscal office, and
the chief procurenent officer. [Eff DEC 15 1995 ]
(Auth: HRS 88103D 202, 103D-1202) (Inp: HRS 8103D
1202)
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83-130-12 Exceptions. |If any requirenent of this
chapter results in undue hardship for the agency, the
chi ef procurenent officer may, upon witten request
fromthe head of the agency, grant an exception to that
requirenent if the chief procurenent officer determ nes
such action to be in the best interest of the State.
Each exception granted by the chief procurenment officer
shall be by witten determ nation approved by the
adm ni strator of the state procurenent office.

[ Ef f DEC 15 1995 ] (Auth: HRS 88103D 202, 103D
1202) (Inmp: HRS 8103D 1202)

DEPARTMENT OF ACCOUNTI NG AND GENERAL SERVI CES

Chapter 3-130, Hawaii Adm nistrative Rules, on the
Summary Page dated Novenber 7, 1995, was adopted on
Novenber 7, 1995, follow ng a public hearing held on
Septenber 21, 1995 in Kail ua-Kona, Hawaii; Septenber
22, 1995 in Hlo, Hawaii; Septenber 26, 1995 in
Honol ul u, Hawaii; October 10, 1995 in Wil uku, Maui;
and on COctober 20, 1995 in Lihue, Kauai, after public
notice was given in the Hawaii Tribune-Herald, West
Hawai i Today, The Maui News, and The Garden Island on
August 21, 1995, and in The Honol ulu Advertiser on
August 22, 1995.

The adoption of chapter 3-130 shall take effect
ten days after filing with the Ofice of the Lieutenant
Gover nor.

Har uo Shi gezawa
Chai r per son
Procurenment Policy Board
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SamCallejo
State Conptroller

APPROVED:

Benjam n J. Cayetano
Gover nor
St ate of Hawai i

Dat ed:

APPROVED AS TO FORM

Deputy Attorney Ceneral

Fil ed
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